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In the past two weeks, Mexico and the US have initiated a set of trade liberalization plans that some
believe may lead to a North American Common Market. On Dec. 29, a debt relief plan for Mexico
was announced in which the US Treasury has effectively become a partner alongside commercial
banks and the Mexican government. This transaction could possibly release an additional $1 billion
for Mexico to spend on imports, much of which could go to US producers. The US is as Mexico's
largest source of imports, and Mexico ranks as Washington's fifth-largest export buyer, after
Canada, Japan, West Germany and Taiwan. Mexico's traditional economic nationalism observed in
market protection policies for import substitution industrialization began to change in the course
of the debt crisis since 1982. In August 1986, Mexico signed the General Agreement on Tariffs and
Trade (GATT), and since then has reduced tariffs on a vast array of products, and dismantled other
trade controls. In November 1987, the US and Mexico reached an agreement to establish their first
dispute-settlement mechanisms for trade and investment. A framework was created for pursuing
liberalization in textiles, steel, agriculture, investments, technology transfer, electronic products,
services, patents, copyrights and other "intellectual property." Mexico City's official reasons for
reduced trade barriers are to increase economic efficiency and reduce inflation. Lower prices from
cheaper imports served as part of the rationale behind a forecast on Jan. 6 by a Mexican official who
said that the monthly rate of inflation in 1988 would drop to 1% to 2% by year-end. In fact, monthly
inflation is expected to fall to 8% by March. Mexico's second and third largest export items textiles
and steel were included in recent agreements with the US, permitting larger import quotas from
Mexico. In steel, US negotiators agreed to a 12% increase in Mexico's allowable steel shipments
to the US, in return for a steel tariff reduction by Mexico to 20% from 38%, and certain other
liberalizing measures. Mexico is permitted much faster expansion of textile and apparel exports to
the US than the 1% to 3% annual growth that is the target of similar accords with the major Far East
textile producers. In turn, Mexico cut tariffs on yarn and fabrics, and established procedures for the
entry of up to $240 million of apparel and finished products. Mexico City also agreed to eliminate or
significantly reduce import restrictions on beer, wine, distilled spirits, selected agricultural seeds,
confectionery chocolate, lotions and face creams, linoleum and other floor coverings, air deflectors
for autos and more than 30 other products. (Basic data from various sources, including New York
Times, 01/11/88)
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